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Annex 3 

Methodology for the identification of the geographical location of relevant exposures for calculating countercyclical capital buffer

1. Definitions


For the purposes of this Methodology, the following definitions shall apply: 

1) general credit exposure means the risk exposure amount calculated in accordance with Section 3, paragraph 2 on this Decision for exposures referred to in Section 443, paragraph 3, item 1) of this Decision, except for securitisation exposures;

2) trading book exposure means the risk exposure amount calculated in accordance with Section 3, paragraph 2 of this Decision for exposures referred to in Section 443, paragraph 3, item 2) of this Decision;

3) securitisation exposure means the risk exposure amount calculated in accordance with Section 3, paragraph 2 of this Decision for exposures referred to in Section 443, paragraph 3, item 3) of this Decision;

4) location means the country where the natural or legal person is ordinarily resident or has its registered office; for a legal person whose centre of actual administration is in the country other than the country of its registered office, location means the country of its actual place of administration; 
5) location of the income means the country of the location of the assets which generate the income that is the primary source of repayment of obligations in relation to a specialised lending exposure; 
6) foreign exposure means a general credit exposure whose counterparty is not located in the Republic of Serbia; 
7) specialised lending exposure means the general credit exposure defined by Section 74, paragraph 2 of this Decision. 

2. Geographical location of general credit exposures


All general credit exposures that do not fall under paragraphs 2 to 5 of this segment shall be allocated according to the location of the counterparty in relation to general credit exposure, the counterparty that is the issuer of the financial instrument not included in the trading book, or the counterparty in relation to exposures to positions not included in the trading book. 


General credit exposures for exposures in the class of exposures in the form of units in open-ended investment funds referred to in Section 38, paragraph 1, item 15) of this Decision shall be allocated according to the location of the counterparty with respect to the underlying exposure. If there is more than one location of the counterparty with respect to the underlying exposure of an open-ended investment fund, paragraph 2 of segment 4 of this Methodology – Geographical location of securitisation exposures may also apply. 


Specialised lending exposures shall be allocated according to the location of the income. 


General credit exposures for exposures in the class of other exposures referred to in Section 38, paragraph 1, item 17) of this Decision shall be allocated as exposures in the Republic of Serbia if a bank cannot identify the counterparty. 


The following general credit exposures may be allocated as exposures in the Republic of Serbia: 
1) exposures in the form of units in open-ended investment funds referred to in Section 38, paragraph 1, item 15) of this Decision, where a bank cannot identify the location of the counterparty or counterparties with respect to the underlying exposures based on available information without disproportionate effort; 
2) foreign exposures, whose aggregate does not exceed 2% of the aggregate of the general credit, trading book and securitisation exposures of that bank. The aggregate of the general credit, trading book and securitisation exposures is calculated by excluding the general credit exposures allocated in accordance with item 1) of this paragraph and with paragraph 4 of this segment. 

Banks shall calculate the amount of foreign exposures referred to in paragraph 5, item 2) of this segment on an annual basis, or more frequently when an event that affects the financial or economic situation of the bank occurs.

3. Geographical location of trading book exposures


Trading book exposures shall be allocated according to the location of the issuer of a financial instrument in the trading book, i.e. the counterparty with respect to a trading book exposure. 


For trading book exposures subject to the capital requirements under Chapter VII, Part 6 of this Decision, banks shall determine their geographical location by multiplying their risk-weighted assets related to those exposures by the ratio below: 
1) capital requirements for sub-portfolios split by geographical location determined according to the approach provided in Chapter VII, Part 6 of this Decision; 
2) the sum of capital requirements determined under item 1) of this paragraph across all geographical locations. 

Banks, whose total trading book exposures do not exceed 2% of their total general credit, trading book and securitisation exposures, may allocate those exposures to exposures in the Republic of Serbia. 


Banks shall calculate the total exposure amount referred to in paragraph 3 of this segment on an annual basis, or more frequently when an event that affects the financial or economic situation of the bank occurs. 

4. Geographical location of securitisation exposures


A securitisation exposure shall be allocated according to the location of the counterparty with respect to the underlying exposures. 


Where there is more than one location of the counterparty with respect to the underlying exposure of a given securitisation exposure, that exposure may be allocated to the location of the counterparty with respect to the underlying exposure with the highest share in the underlying securitisation exposures. 


Securitisation exposures for which information on underlying securitisation exposures is not available may be allocated to exposures in the Republic of Serbia if a bank cannot identify the location of the counterparty with respect to the underlying exposures based on available information without disproportionate effort. 

